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GENERAL  SITUATDN 

Farm  production  costs  have  reached  a  new  high  during  the  past  winter. 
They  probably  will  continue  high  through  1948.    However,  prices  farmers 
receive  for  their  products  reached  a  record  high  level  in  January  but  have 
declined  since.    Prices  of  a  few  farm  products  are  about  at  prewar  levels. 
Most  farmers  are  likely  to  have  a  profitable  year,  but  some  will  be  pinched 
by  high  costs. 

The  index  of  prices  of  all  commodities  except  labor  used  in  farm  pro- 
duction has  nearly  doubled  since  1939.    In  1947  it  averaged  184  percent  of 
1935-39,  compared  with  151  in  1946  and  137  in  1945.    During  the  last  4  months 
of  1947  this  index  averaged  196  con?)ared  with  160  for  the  same  period  in 
1946.    The  average  for  the  first  quarter  of  1948  was  202  compared  with  169 
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Ooodt  and  tarrloet  uted  in  produotloni    Frloea  paid  by  farner*  and  fans  wage  rates.  United  States 


(Index  noaberi  1935-39  =  100) 
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for  the  first  quarter  of  1947.    Far-n  waee  rates  have  risen  similarly'-  during 
this  oeriod.^    They  are  now  more  than  three  times  their  Drev;ar,  1935  -39  level* 

Since  1955-39,  farmers'  total,  ont-of-ooci  et  onerating  exoenses  have 
ris.en  from  9  to  25  oercent  each  year*    They  mounted  from  an  average  of  5e?. 
billion  in  1935-39  to  nearly  12»S  billion  in  1946  and  15o3  billion  in  1347, 
They  are  expected  to  increase  further  in  1948 ^    On  the'  other  hand,  the  index 
of  farm  product  orices  in  1347  avera-ed  159  percent  above  the  1935-39  average.. 
This  was  the  highest  on  record  and  nearly  20  oercent  above  the  previous  high 
of  1946,    Prcsnects  are  for  continued  high  orices  for  many  oroducto  in  1948» 
Gross  farm  income  in  1947  was  34 -.6  billions  comoared  with  10o4  billions  in 
1935-39 Gross  total  farm  production  was  22  -percent  hither  in^lS47  than  in 
the  r)re>var  'period  1935-39. 

There  may  be  some  improveinent  this  year  over  last  in  both  the  farm 
labor  suDoly  and  the  general  skill  and  exoerience  of  the  virorkers.    But  farm 
wage  rates  v;ill  -continue  high,  probably  near  last  jear' s  records  The 
Drosoective  increase  in  the  su'jply  of  farm  machinery  will  alleviate  the 
general  farm  labor  situation,  particularly  for  those  farmers  who  ara  in  a 
position  to  substitute  machinery  f or  labor-j 

New  farm  machinery  plants  are  coming  into  production  and  old  plants 
are  producing  at  record  levelSo    Farm  machinery  output  in  1948  probably  will 
exceed  the  record  output  of  last  year*    Except  in  1943^  farm"'  machinery  pro- 
duction has  been  high  for  over  a  decade©    ^ach  year  since  1943  machinery 
production  has  exceeded  that  of  the  orevious  year.    Production  of  wheel 
tractors  in  1947  was  420,000  compared  with  255,000  in  1946,  and  the  previous 
high  record  of  313,000  in  1941 o    The  number  of  tractors  on  farms  January  lo 
1948,  was  more  than  double  or ev/ar.    Exports  of  farm  machinery  probVoly  will 
be  somewhat  higher  in  1948  than  in  1947,  but  farm  machinery  orodaction  in 
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1948  is  expected  to  be  enough  hi^ier  to  talce  care  of  these  exports  and 
provide  United  States  famers  with  more  new  machinery  than  in  194? »        "  ■ 

Feed  costs  are  high  and  probably  will  remain  high  for  several  months, 
although  feed  prices  dropped  considerably  in  late  January  and  February  1948  c 
But  high  feed  costs  alone  do  not  mean  necessarily  that  a  livestock  enter- 
prise is  unprofitable o    Prices  of  livestock  and  livestock  products  also 
are  important  in  determining  the  profitableness  of  livestock  feeding.  These 
prices  are  comparatively  high  and  nrooably  will  remain  high  in  1948 >  Under 
present  price  relationships  it  will  pay  livestock  farmers  in  1948  to  sub- 
stitute high  orotein  feeds  for  feed  rrains  whenever  possible,  and  it  is 
likely  that  this  situation  will  continue  until  the  new  crop  of  feed  grains 
becomes  available »    The  supply  of  feed  grains  on  hand  January  1  was  about 
?.5  percent  lower  t^ian  a  y?ar  earlier.,  but  total  livestock  production  between 
now  and  ne;)ct  fall  is  expected  to  be  only  aoout  ten  percent  below  a  year  ago. 

As  usual,  the  average  cost  of  seeds  this  year  does  not  tell  the  whole 
story  of  v;hat  farmers  vail  Iiave  to  Pay  for  specific  kinds  and  varieties  of 
seeds.    Prices  v;ill  vary  widely  by  areas,    Higher  prices  are  reported  for 
red  clover,  Ladino  clover,  Korean  lespedeza,  crested  wheat  grass,  corn, 
raoeseed  and  a  few  seed  grains.     Lower  prices  are  being  asked  for  alfalfa, 
timothy,  Kentucky  bluegrass,  orchard  grass,  white  clover,  brome  and  rye- 
grass ( see  table  3) . 

Fertilizer  prices  are  higher  now  than  a  year  ago  and  are  expected  to 
remain  hi^-her  than  in  1947,  when  they  averaged  about  12  percent  above  1946, 
Nitrogen,  phosphoric  acid  and  potash  supplies  have  been  increasing  and  are 
expected  to  be  about  5  percent  greater  than  in  1947c    However,  supplies 
of  nitrogen  and  potash  probably  will  be  short  compared  ^vith  current  demands . 
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Supolies  of  farm  building  materials,  containers,  insecticides  and 
fungicides  and  some  other  materials  have  been  improving  and  most  items 
v/ill  be  easier  to  get  in  1948  than  they  v;ere  in  1947.    Although  production 
of  most  items,  oarticularly  lumberand  building  materials  has  been  high, 
current  demand  has  absorbed  much  of  the  supplies.    Stocks  of  lumber  are 
low  compared  with  orewar  partly  because  of  the  reluctance  of  dealers  to 
build  uo  inventories  at  current  high  prices.    Supplies  of  most  insecticides 
and  fungicides  will  be  sufficient  to  meet  the  demands,  and  farmers  may 
expect  to  obtain  them  at  lower  prices. 

Farm  land  rentals  and  land  values  have  continued  to  increase.  Land 
rentals  are  over  3  times  the  prewar  level  and  higher  than  for  any  previous 
year.    Land  values  are  oractically  at  the  1920  peak  reached  in  the  boom 
that  followed  World  War  I.    A  large  number  of  recent  farm  buyers  have  made 
full  cash  transactions,  but  many  have  assumed  mortgages.    Those  farmers  who 
have  large  mortgages  need  to  recognize  that  they  have  contracted  for  a 
heavy  fixed  cost  for  interest  and  principal  payments.    In  addition,  farm 
real  estate  taxes  also  are  increasing. 

Farmers  should  recognize  that  cost  rates  are  characteristically  in- 
flexible and  that  any  decline  in  f^rm  commodity  prices  and  farm  incomes 
vdll  make  it  difficult  for  many  farmers  to  meet  payments  on  their  debts. 

Farm  Labor 

The  farm  labor  situation  this  year  is  not  exoected  to  be  greatly  dif- 
ferent from  that  of  1947.    There  may  be  a  small  increase  in  farm  labor 
supply  and  in  total  farm  employment.    Nonfarm  employment  is  at  a  peacetime 
high,  and  there  will  be  continued  active  competition  for  woricers.  Farm 
wage  r  ates  probably  will  average  about  the  same  as  last  year. 

The  prospective  increase  in  suooly  of  farm  machinery  again  will  help 
farmers  to  attain  comparatively  high  production.    But  farmers  who  depend 
chiefly  on  hired  v^orkers  this  year  will  still  find  it  necessary  to  plan 
carefully  for  their  labor  supplies. 
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Table  1.-  Farm  v\'age  rates  and  related  data,  United  States, 
1935-39  average  and  1940-47  inclusive 
(Index  numbers  1935-39  =  100) 
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2/  Includes  value  of  f arm-oroduced  pov/er  of  horses  and  muless  • 
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Farm  Power  and  'lachiner:;; 

New  farm  machinery  plants  are  coming  into  production  and  old  olants 
are  producing  at  record  levels.    If  labor,  management-difficulties  or  other 
unfavorable  developments  do  not  occur,  total  oroduction  of  farm  machinery 
in  1948  will  exceed  the  record  high  out  nut  of  1947.    The.  most '  pronounced 
increase  in  production  in  1948  is  expected  for  small  wheel  tractors  and 
their  complementary  equipm3nt.-   On  the  other  hand,  oroduction  of  dairy  and  ■ 
poultry  equjpraent,  feed  cutters  and  most  kinds  of  horse  drawn  equipment  may 
even  decline.  But  these  items  were^  in  relatively  good  supply  in  most-  ret^iil 
outlets  in  1947,  and  are  likely  to  be  adequate  in  1948 i 

Full  details  concerning  1947  production  are  not  yet  available  but  the 
total  output  of  farm  machines  probably  was  about  one- third  above  the 
previous  record  outout  of  1946  and  about  double  the  1935-39  average.  Pro- 
duction of  "I'.heel  tractors  in  1947  was  420,000  compared  with  255,000  in 
1946  and  the  previous  high  of  about  313, 000. in  1941, 

Exoorts  of  farm  machinery  in  1947  were  also  at  a  record'  high  level. 
The  volume  of  new  machinery  exported  in  1947  accounted  for  around  18  perceno 
of  the  total  outout  of  farm  machinery  including  industrial  tractors,  and 
was  about  ty/o-thirds  greater  than  in  1946.    Exports  of  new  tractors  in  1947' 
included -about  80,000  wheel  tractors,  15,000  garden  tractors  and  12,000 
crawlerso    About  three-fourths  of  the  crawler  ex^^ or ts  vir ere  for  nonfarm  useo 
Total  production  of  tractors  in  1947  was  624,000.    This  included  420,000 
wheel,  166,000  garden,  and  38,000  crawler  type  tractors© 
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European  countries  in  1948  may  take  a  considerably  larger  oroportion 
of  our  exDorts  of  farm  machinery  t-han  in  1947  ->/hen  they  took  about  20  per- 
cent a    Exoorts  to  non-iurooean  countries  in  1943  nay  shovr  little  change  and 
even  decrease  some'./hat  from  the  higrh  level  of  1947,  because  dollar  shortages 
in  sonie  countries  are  exoected  to  influence  adversely  their  purchases  of 
farm  -nachineiy. 

Exoort  de:nand  in  1943  is  exoected  to  be  es-Decially  strong  for  cra^^vler 
tractors  and  for  large  vt'heel  tractors  of  the  diesel  type  or  those  adaoted 
for  use  with  heavy  motor  fuels =    Suoplies  of  these  tractors  likely  will 
continue  relatively  tight  for  sonetimee 

Despite  high  exoorts-  United  States  farmers  in  1947  obtained  more  farm 
machines  than  in  any  orevious  yea  re    Production  of  new  insxhinery  in  1948 
should  increase  sufficiently  over  1947,  to  permit  a  moderate  increase  in 
exoorts  and  still  leave  more  machinery  for  domestic  use  than  e'.'er  before. 

'."fholesale  prices  for  farm  machinery  in  1947  were  about  13  oeroent 
higher  than  m  1943  and  about  30  oercent  above  the  1935-59  average ^  Kov/ever, 
retail  prires  in  1947  for  many  machines  were  often  substantj.ally  more  than 
30  percent  above  the  orewar  orice  since  current  models  have  more  accessories 
than  di'jL  j.he  rjrewar  models » 

Farm  incomes,  feed  prices,  and  farm  T.'age  rates  in  1947  v/ere  ZCO  percent 
or  more  over  the  1935-39  levels.    Thus  in  1347,  as  in  most  recent  years, 
there  was  a  tremendous  demand  for  pov:er  :nachin9S,  and  for  all  kinds  of  labor 
saving  machinery,.    The  high  orices  received  for  crops  have  increased  the 
demand  for  machinery  because  farmers,  by  using  more  machines,  can  shorten 
the  time  required  for  olanting  and  liarvesting  and  lessen  the  risk  of  crop 
losso 

Farmers  in  soite  areas  are  reported  to  be  buying  much  of  their  machinery 
Particularly  tractors  and  tractor  ecuioment  from  sources  that  charge  prices 
substantially  above  either  the  manufacturer*  s  list  orices  or  those  charged 
by  authorized  farm  machinery  di^jtributorrs*    Thus  orices  paid  by  farmers  for 
such  items  may  be  somewhat  higher  than  are  generally  reported,    Tne  ''gray 
markets"  are  believed  to  be  most  iiportant  in  the  North  Central  States  where 
the  esne cially  favorable  grain  and  livestock  prices  have  bolstered  farm 
incomes  greatlyo 

For  more  than  a  decade  farm  machinery  oroducticn  has  been  at  a  high 
level  exceot  in  1943,    The  number  of  tractors  on  farms  in  1948  will  be  more 
than  double  orewar-.    Horse  and  mule  numbers  on  January  1,  1948.  v/ere  the 
lov/est  in  more  than  a  century.    Numbers  of  v/orkstock  in  1948  (animals  3  years 
old  and  over)  were  about  39  percent  bela\7  orewaro    Reduction  in  horse  and 
rule  numbers  has  been  especially  marked  since  1245<,    In  these  three  years 
beginning  vdth  January  1,  1945,  almost  Z,Q  million  head  of  horses  and  miles 
disapoeared  from  f armSt    Exports  of  horses  and  males  v/ere  large  in  both 
years  but  much  of  the  loss  in  numbers  aooarently  resulted  from  slaughter- 
Prices  for  horses  and  mules  in  most  areas  have  been  belov;  orewar  orices, 
and  slau::hterers  often  hav?  paid  higher  prices  for  animals  than  v;?re 
offered  by  other  ourchasors.     'any  animals  suitable  for  further  farm  vioik 
have  been  sold  for  slaughter; 
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The  colt  croo  of  1947  numbered  only  226,000  head.-  This  was  onlv  about 
one-thxrd  as  lar.e  as  the  averare  annual  .re^ar  crop,  and  only  one  tenth 
as  large  as  during  the  l^^orld  War  I  oeriod. 

Low  prices  for  work  animals  along  with  the  high  feed  prices  -.^v^^ 
colt  raxsing  unprofitable,  and  many  farmers  who  fomerly  pr'  ducedTork  ' 

ntrS?     "  "^"V'        '^'"'^  '""^  ^''^  ^^^^^^  resources  for  producing  meat 
c^nimals  or  . animal  products.    The  decline  in  colt  production  likely  wf  11 

llll  crol  '-^^""'^"^  ^°       ^™  ^^-^"^^  than  the 

Along  i/ith  the  tremendous  decline  in  horse  and  mule  numbers  farmer-^; 
^^jT^^^r  "^f'^t  o^tractors  and  tractor  .^ch^lJ^s  ^nd  m™ 
fh.  Vrj  ^^^^^^^^^^-i^  "^°t°^  trucks,    i^eflecting  the  largre  machinery  purchases 
the  tutal  volume  of  machinery  and  power  on  farms  January  1,  19 4rwas  about 
40  nercent  above  prewar  (see  table  2).    -ith  farm  ma  chined;  outout  L 
at  a  record  hi.h  level  and  with  farmers  buying  s.bstSuS  numbers  of 

?a^ns1'nu%r?  "n°cl°"  "^"'^'^^^  ^^^'^^       .ach^Lry  and  powe^  on 

larras  January  1,  1943  was  around  50  percent  above  prewar^ 

the  in™\Vvofume'o?  °'  f"""  '^"^^f         automobiles  and  motor  tnicks, 
to  Januarv  1    ic^lt  ^aachmery  and  power  on  farms  from  January  1.  1948 

to  January  1,  1949  may  oe  larger  than  for  any  previous  year. 


Feed 


The  suX  of  feed  -obably  will  re^m       for  several  months, 

V«ar  earlL?  whn  »  f  t  n     on  January  1  was  about  25  percent  lower  than  a 
teteeernorand  L-  t°fSi  of  livestock  and  livestock  products 

vear^Bo      Tn  ^h^M  "'■■^s^t^d  to  be  only  about  10  oercent  below  a 

ceirtrales  ulV^l  ^ortheastern  States  where  more  than  half  of  the  feed  oon- 
pouU-v  "o  be  4rt  ^k'  °^  Srain-oonsuming  livestock  and 

pouit.y  .0  be  xed  IS  orJ.y  about  3  oercent  less  than  In  the  year  before 
However,  rr.arketlngs  of  corn  from  surplus  areas  orobably  wnfbe  40  percent 
:  r  nr  Inoa^h^i:  hord''"'  ^^"^  '^^^"^  aope  rs  to 'be 

feed    ro"s  ''"^'^  '^^e'^^'-  *e  1948 


m  rel'ftSn'tr^rve^fn'rt"^  Prain  oroo  is  average  or  larger,  suoolies  next  fall 
ave^r;ri°L      -t"^-'*"*.*^"  be  much  more  Plentiful  than  now.    ^  ith  an 

?aU  wllf b1  ^  iT^;;"  if';  °'  ^-<1  concentrates  this 

we-e  hlih     FnSh^  fu"*  ^"""^  ^^"^  average  for  1937-41  when  stocks 

oi-iwa^  SCe^  a'f  can-^o"'v  '  jraln-consumlng  livestock  is  dow^  to 

a.,  xeie^  a..a  canno.  oe  increased  materially  before  another  year. 

(,q5.!"9'5"!;i-tf^  of  prices  of  feed  grains  and  hay  was  899 

price--      '^t^  L  f         l"esoook  prices  were  still  low  comoared  with  feed 

?im:  i;erage  f\^!"=:-;:'h':  "ith  the  long- 

larlv  low  was  om-t^.     p  12-;  .nilk-feed  1.15  compared  mth  1.26.  Particu- 

raised  I  r-f?f^r-  iLl^rSeJf  :L\i\\rralit=:  ^^^^^^ 
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Unless  feed  grain  cro^DS  in  19A-B  are  poor,  feed  is  likely  to  be 
cheaper  next  fall  in  relation  to  livestock  and  livestock  pjroducts  than  it 
is  nowo 

It  will  pay  to  conserve  feed  this  sprinc  and .  sum'-n.er,  not  only  on 
farms  vjhere  it  is  purchased  but  also  on  f?;rms  ^vliere  it  is  sold.     It  will 
reduce  costs  in  the  first  case  and  allow  more  gi-ain  ■'"or  sale  in  the  other. 
One  of  the  principal  means  oi  saving  ^rain  feed  in  the  sumner  is  by  the  luaxi- 
mum  use  of  pastuie^  not  oiily  for  cattle  and  sheep  but  for  hogs  and  poultry 
as  \A;ello    Improvement  of  permanent  pastures  by  fertilizing  and  liming,  and 
by  providing  supplementary  pastures  for  use  during  July  end  August  when  the 
permanent  pa-stures  often  dry  up.   are  heloful  in  maintaining  piroduction  i/itn 
a  minmum  use  of  high  priced  grain. 

Many  farmers  will  keep  their  grain  costs  low  this  summer  by  having  a 
field  of  clover  or  alfalfa  for  livestock  to  range  overo     If  these  croos  are 
not  available,  a  field  of  rape  or  other  temporary  grazing  crop  snould  be 
provided:     Sudan  grass,  .nillet,  soybeans,  and  cowpeas  are  good  crops  for 
suTOiner  pasture.     Annual  lespedeza  seeded  xvith  small  giain  will  be  ready  for 
grazing  after  tne  grain  is  cut. 

Another  way  of  saving  grain  is  by  using  enough  high  protein  feeds  to 
balance  the  ration.     Farmers  generally  do  not  use  enough  protein  feeds. 
This  is  particularly  true  in  the  '.j'est  North  Central  States.     Protein  feeds 
are  more  abuiidant  this  year  than  in  many  ^'eai's  and  are  a  little  cheaper  than 
usual  compared  with  feed  grains.     In  most  of  the  country  oil  meals  ire 
selling  for  'only  about  1^  times  the  price  of  corn=     A  pound  of  oil  mesl  will 
save  more  than  Ig  pounds  of  corn  in  rations  deficient  in  protein. 

Feed  costs  next  winter  can  be  reduced  if  farjiiers  will  cut  their  hay 
at  the  proper  stage  of  maturity  this  sujnmer  and  cure  and  store  it  to  preserve 
the  quality,     A  large  part  of  the  feed  value  of  hny  is  lost  by  allowing  hay 
to  stand  too  long,  and  by  follov.dng  systems  of  handling  that  fail  to  pre-, 
serve  the  maximum  feed  value. 

Seeds 

Present  estimates  are  th-t  the  average  cost  of  field  seeds  v/ill  be 
about  the  same  this  year  as  last  but  about  twice  9s  hi|;h  as  prev;ar. 
Although  retail  prices  of  15  of  2U  kinds  of  field  seeds  in  mid-''arch  were 
higher  than  a  year  ago,  the  full  effect  of  recent  lower  wholese-le  prices 
for  msny  kinds  of  seeds  may  net  have  oeen  fully  reflected  in  ret--il  prices 
(see  table  3)  •>    Prices  received  by  growers  on  November  15,  19A-7.for  the 
19A7  crop  of  14  important  ld.nds  of  field  seeds  averaged  7  percent  lower 
than  in  1946  but  93  percent  higher  than  in  1935-39. 

As  usual,  the  average  cost  of  seeds  this  year  will  not  be  a  good  index 
of  what  farmers,  will  have  to  pay  for  specific  kinds  and  varieties,  T.ie 
supply,  while  good  in  general,  varies  a  great  deal  by  iniiil dual  items. 
Sharp  increases  in.  retail  prices  are  reported  for  red  clover,  ladino  clover, 
Korean  lespedeza, '  crested' wheatgrass,  -rapeseed,  seed  corn,  -and  seed  grains. 
On  the  other  hand,  lower  prices  are  being  asked' for  alfalfa,  timothy, 
orchard,  gras's,  Kentucky-bluegrass ,  while  clover,  .alsike  clover,  brome  and 
ryegrass.     For  the  first  time  since., 193,7,,  red  clover  seed  costs  more  than 
Grimm  alfalfa. 
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Table  3,-  Retail  Seed  Prices,  March  15,  United  States 

In  "lex  numbers  (19/+2-46  ~  100 )  / 


17A6 

"          1  Q  '  7 

Clover,  Red 

MP. 

-LP3 

177 

Clover,  Alsike 

117 
1            ±±  ( 

I4B 

CI  o  V  6  r .  '  7h  i  t  e 

>              -L  J-L 

80 

Clover.  Lpdino  1/ 

13^ 

Clover,  S'-'.eet 

n  1 

125 

LesrGiiPzs   (Kovfr,n^  > 

Oc5 

143 

AT  "Tr,!  f* •'3      r'niiT.j'inn  < 

1  07 

lie 

115 

92 

1  P7 

10  0 

11/+ 

100 

T<  P  H  "t"  Py  < 

111 

li+U 

148 

i  w              ^  /    •       J_J-^      ^       -L  Ci  O  O  ( 

1  An 

133 

1 1  y, 

114. 

^  1  id-i-  ^-4.  «jr^  ci  o  k-J  J 

7A 

An 

1  "^1 

1  Ap 

Smooth  Prorne  * 

10? 

1  1  Q 

Crested  V/heat  Grass  i 

95 

7  ✓ 

Amber  .'-'orro  • 

IZiS 

1  7^ 

1  Q"^ 

Sudan  Grass  j 

llA 

133 

142 

Rape  seed  : 

llA 

98 

117 

Seed  Corn  (hybrid)  ; 

108 

116 

137 

Seed  Corn  (open  polio)  i 

122 

126 

151 

Spring  tVheat  i 

116 

158 

178 

Oats  J 

114 

138 

217 

Barley  : 

122 

U7 

209 

1/  Base  period  is  19A3-46. 


Fertilizer 

Farniers  paid  approxiiiir tely  12  percent  more  oer  ton  for  fertilizer  in 
1947  than  in  1946,     Fertilizer  prices  this  year  arc  expected  to  be  higher 
than  in  1947.    Prices  received  by  farmers  for  all  croos  and  livestock  v;ere 
about  20  oerccnt  higher  in  1947  th-;n  in  1946,  so  that  there  vjas  a  continued 
rise  in  the  purchasing  povjer  of  all  f-^m  products  for  fertilizer. 

Transocrtaticn  is  iirtDortant  in  the  cost  of  fertilizer  to  the  farmer. 
Freight  rates  are  also  higher  now  than  a  year  ago,    Wholesale  prices  of 
fertilizer  materials  are  approxifiiately  8  percent  above  those  of  a  year  ago. 
This  mecns  lui-thcr  increases  in  the  cost  of  fertilizer  to  farmers  during 
1948. 

The  effect  of  the  increase  in  freight  rr.tes  is  only  partly  reflected 
in  the  change  in  v-v  hole  sale  prices  of  materials.     Some  of  these  price  changes 
are  meaoui-cd  at  the  point  of  origin  of  the  ma.terial  so  that  the  cost  of 
transportation  to  the  manufacturing  plant  must  be  added.     Then  there  is  also 
the  freight  cost  from,  ohe  m_anufacturer  to  the  retail  distributor. 
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Costs  of  transporting  fertilizer  tend  to  pyramid  because  the  sarne 
materials  are  frequently  moved  three  times  or  more  in  going  from  the  raw 
material  sta^^e  to  the  fai'mer.     In  1%A,  carload  shipments  of  fertilizer 
on  class  1  railroads  alone  v/ere  double  the  amount  consumed  in  that  year. 
The  ratio  is  about  three  to  one  if  all  kinds  of  transportation  are 
included. 

Supplies  of  fertilizer  for  this  crop  season  will  be  about  double  the 
average  annual  quantity  used  before  the  war.     Supplies  of  nitrogen^  phos- 
phoric acid  and  potash  will  be  up  about  1^,  6,  and  5  percent,  respectively, 
over  those  of  last  year.    Even  with  these  increases,  supplies  of  nitrogen 
and  potash,  particularly,  will  be  short  compared  with  what  would  be  pur- 
chased, at  current  price  relationships o    Crop  price-fertilizer  cost  relation- 
ships are  frequently  regarded  as  the  measure  to  use  in  determining  profit- 
able quantities  of  fertilizer  to  apply.     However,  the  benefits  of  fertilizer 
carry  through  into  livestock  enterprises  in  thtj  form  of  lower  cost  feed  and 
increased  gains  through  jjnprovement  in  the  feeding  quality  of  the  crops. 
This  fact  is  becoming  of  increasing  importance  as  more  fertilizer  is  used 
to  increase  yields,  quality,  and  carrying  capacity  of  hay  and  pasture. 
Therefore,  livestock  and  livestock  product  prices  are  also  important  in  the 
purchase  of  fertilizer. 

The  relationsi'dp  between  prices  received  by  farmers  and  fertilizer 
prices  determines  the  rate  and  extent  to  which  fertilizer  application  is 
profitable.     Fertilizer  consumption  has  rarely  been  as  great  as  would  have 
been  liiost  profitable  except  for  certain  crops  on  which  some  farmers  have 
long  followed  the  practice  of  heavy  applications. 

Lumber,  Containers,  "end  Supplies 

..  The  supply  of  farm,  building  materials  has  been  imoroving  and  some 
items  will  be  easier  to  get  in  19h8  than  in  1947-     The  supply  of  2xA's, 
2x6 's  and  rough  boards  will  be  more  plentiful  than  in  1%7.    However,  total 
production  of  lumber  in  19 A8  probably  will  be  about  the  same  as  in  1947 ^ 
when  38  billion  board  feet  were  produced.    This  is  the  highest  production 
of  any  year  since  1929 »    Stocks  of  lumber  are  still  increasing  in  retail 
yards,  mills,  and  concentration  yards.    On  January  1,  194S,  they  totaled 
9,8  bVllioEi  board  feet  comoareci  with  ?,1  billi'^ns  on  January  1,  1947?  and 
14.4  billions  on  January  1,  1941o     By  February  1,  1948,  these  stocks  had 
increased  to  10.3  billion  board  feet.    Low  stocks  compared  with  prev;ar 
are  due  in  part  to  dealers  reluctance  to  build  up  inventories  of  high-priced 
materials . 

Production  in  1947  pf  barbed  and  woven  mre,  fencing,  nails  and 
staples,  bale  ties,  wire  netting,  pipe  and  galvanized  roofing  and  siding 
was  10  to  20  percent  higher  than  in  1946,  and  production  in  1948  is 
expected  to  be  still  higher.    The  general  demand  for  merchant  trade  prod- 
ucts has  been  high.    Pipe  has  been  in  tight  supply  because  of  the  continued 
demand  for  use  in  the  housing  program  and  other  construction  and  industrial 
uses.     Although  production  of  galvanized  roofing  and  siding,  nails  and  bale 
ties  is  at  an  exceptional  high  rkte;  demands  continue  to  exceed  production 
and  some  areas  have  experienced  shortages. 
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liTiports  of  burlap  for  bagging  and  other  agri cultur-il  purposes  are 
expected  to  be  iiigher  in  the  first  six  months  of  194S  than  in  the  some 
period  in  l?A7e    Paper,  open  mesh  and  cotton  bags  should  be  in  good 
supply  and  sufficient  to  lueet  current  demands.     Supplies  of  tin  cans  and 
wooden  containers  also  are  expected  to  be  equal  to  or  slichtly  larger  than 
in  19A7. 

Insecticides  and  Fungicides 

• 

Prices  for  several  kinds  of  insecticides,  as  v*'ell  as  for  some  of  the 
chemicals  used  in  insecticides  have  decreased  some  during  the  last  few 
months.     This  is  particularly  true  of  DDT  and  insecticides  containing  this 
chemical c     It  appears  that  prices  are  nov;  fairly  v;ell  stabilized.    It  is 
not  anticipated  that  there  will  be  any  other  significant  reductions  in 
prices  of  insecticides  in  the  near  future  or  for  materials  needed  for  use 
d'orin^:  the  coming  season. 

The  supply  of  nicotine  compounds  will  continue  to  be  below  tlie  demand 
and  need.    The  supjjly  of  nicotine  insecticides,  however,  is  somc"what  more 
favorable  than  it  was  for  the  19A7  season.    This  is  due  in  part  to  a  slight 
improvtment  in  production  and  in  part  to  the  use  of  other  materials  for 
some  insects  formerly  controlled  by  the  use  of  nicotine  compounds. 

Pyrethr'om  v:ill  be  available  in  adequate  quantities  to  meet  the  needs 
for  1948.    Rotenonb  insecticides  are  now  in  plentiful  supply.  Hov.-ever, 
the  rotenone  insecticides  for  use  during  the  currnnt  crop  season  will  have 
to  ccme  for  the  most  part  from  inventories  already  in  this  country  since 
further  imports  would  arrive  too  late  for  use  during. the  period  of  greatest 
need.     This  may  result  in  shortages  during  the  latter  p.-=rt  of  the  season. 

The  supply  of  arsenicals,  particularly  lead  arsenate,  and  calcium  arse- 
nate, probably  will  b^  sufficient  to  meet  the  needs  in  19/+8e     The  newer 
insecticides  such  as  DDT,  chlordane,  hems7.ene  hoxachloride,  chlorin-ted 
camphene,  should  be  available  in  amiounts  fully  adequate  to  m.eet  estimated 
re.^uiremcnts  for  19A8.     Supplies  of  insecticides  which  contain  fluorine, 
such  as  cryolite,  sodium  fluoride  and  sodium  fluosilicate ,  also  will  be 
ample  for  19^8.    Napthalene,  p^radichloro-benzene  and  others  should  be 
reasonably  in  balance  with  the  needs  for         >     Sulphur,  dust  diluents, 
and  oils  used  as  insecticides  or  as  carriers  also  should  be  available  in 
adequate  quantities.    Newer  soil  fumigants  and  fungicides  are  expected  to 
be  generally  available o 

Raw  materials  for  the  manufacture  of  practically  all  insecticides 
and  fungicides  are  available  in  quantities  to  meet  the  needs  for  the  19A8 
season.     The  insecticide  and  fungicide  industry  has  the  capacity  and 
facilities  for  producing,  marketing,  and  distributing  most  of  the  materials 
thiat  will  be  required.     Purchases  indicate  that  there  has  been  unusual 
delay  on  the  part  of  those  who  use  insecticides  in  dociding  the  amount  and 
type  of  material  they  will  use.     This  has  been  due  in  part  to  uncertainty 
about  some  of  the  newer  materials.    This  delay  has  com.Dlicated  the  field 
supoly  situation  considerably.    The  supply  of  many  of  the  more  important 
insecticides  and  fungicides  now  available  at  appropriate  distribution 
centers  and  in  the  tiands  of  the  users  is  v/ell  below  the  normal  use  pattern. 
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The  slormess  in  procuring  and  stocking  sup-ilies  may  have  a  serious  effect 
on  the  availability  of  materials  in  the  field  at  the  time  they  are  needed. 
Those  who  olan  to  use  insecticides  and  fun^^icides  should -either  purchase 
them  now  or  make  definite  arrangements  with  their  imriediate  supioljers  bo 
be  sure  that  the  quantities  they  vdll  need  will  be  available  a 

Farm  Land  Rentals  and  Values 

Farm  land  rentals  during  each  of  the  last  2  years  have  been  more  than 
3  times  the  prewar  level  and  hi?her  than  for  any  orevious  year^  Land 
values  have  also  been  steadily  increasing.    They  are  nov/  double  the  prewar 
average  and  practically  at  the  1920  ueak  reached  in  the  boom  that  followed 
World^War  I  (table  4),\  . 


Table  4^-  Farm  real  estate:    Index  numbers  of  estimated  average 
value  per  acre  by  geograohic  divisions,  1920  and 
1947^  mth  selected  comparisons  l/ 


Index  numbers  : 

Increase  : 

Ratio 

Geographic  : 

1912 

-14  -■ 

100  ' 

1915 

:  1941 

:Nov,  1946:1 

ov,  1947 

divisions  : 

1947 

to 

:  to 

:      to  : 

to 

1920  . 

March : 

IloVo 

1920 

:  1947 

rNov,  1947; 

1920 

Percent 

Percent 

Percent 

Percent 

Nev/  England 

:  140 

152 

157 

41 

44 

8 

112 

lUddla  Atlantic 

136 

144 

147 

36 

59 

7 

108 

East  North  Central 

:  161 

152 

153 

55 

90 

9 

95 

West  North  Central 

.  1:34 

119 

126 

75 

89 

12 

68 

South  Atlantic 

:  198 

217 

215 

102 

95 

7 

109 

East  South  Central 

•  199 

246 

248 

101 

111 

10 

125 

West  South  Central 

:  177 

170 

181 

77 

78 

10 

102 

Mountain 

:  151 

149 

158 

54 

97 

9 

105 

Pacific 

:  156 

215 

215 

46 

98 

0 

138 

Uniced  States 

:  170 

159 

164 

65 

.  91 

8 

96 

1/  Farm  land  with  improvements . as  of  March  1,  except  where  otherwise 
indicated^ 


For  the  year  ended  November  1,  1947,  average  values  for  th.e  country  as 
a  whole  rose  8  percent,  compared  with  a  rise  of  14  percent  a  year  earlier  a 
■lost  of  this  increase  took  i^lace  during  the  late  fall  and  winter  of  1946-47  o 
The  National  index  rose  only  3  percent  from  March  1  to  November  Ij  1947 » 
A  leveling  off  in  values  was  apparent  daring  this  period  in  a  number  of 
geograohic  divisions.    Average  values  decreased  one  percent  in  the  Scith 
AtlaTitic  States,  vrere  unchanged  for  the  Pacific  States,  and  increased  only 
one  percent  in  the  East  North  Central  and' East  South  Central  States, 
Values  in  the  '"'est  North  Central,  ''."est  South  Central  and  Mountain  groups 
of  States  continued  to- increase  rather  sharplyo 
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Despite  a  iiigh  proportion  of  all-cash  sp.les  and  the  large  average 
down-payment  in  mortgage-f inanced  sal^^s,  many  recent  farm  buyers  have  in- 
curred heavy  debts.    About  one-third  of  the  farms  sold  have  been  mortgaged 
for  50  percent  or  more  of  the  purchase  price,  or  approximately  the  full 
prev;ar  market  values. 

Those  farmers  viho  ere  heavily  indebted  need  to  recognize  that  they  have 
contracted  for  a  heavy  fixed  cost  for  interest  and  orincipal  renaynents. 
In  view  of  the  characteristic  inflexibility  of  production  costs,  declines  in 
farm  commiodity  prices  and  incomes  would  again  cause  many  indebted  farmers 
to  have  difficulty  in  meeting  their  mortgage  naymcnts  and  other  fixed 
obliraci  ons. 


Interest,  Taxes,  and  Insurance 

Interest  payments  -    Total  interest  payments  made  by  farmers  on  th^jir 
farm-mortgage  debt  increased  about  2  percent  in  19A7.    This  is  the  second 
consecutive;  year  that  sho^vs  an  increase.    Prior  to  19A5,  interest  payments 
had  declined  steadily  for  nearly  a  quarter  century.    The  total  payment,  how- 
ever, is  still  low  relative  to  19A7  farm  income  and  to  past  interest  payments. 
The  higher  interest  pa;>/ments  payable  by  farm.crs  on  last  year's  mortgage 
indebtedness  reflects  both  an  increase  in  such  debts  and  a  somewhat  higher 
av-orsge  interest  rate  paid.    Incre-sed  average  interest  rates  reflect  a 
relativt-ly  larger  volume  of  new  loans  with  higher  interest  rate  lenders. 

In  addition  to  higher  interest  pa^-^ents,  a  larger  proportion  of  current 
loans  outstanding  probably  require  periodic  principal  repayments.  While 
not  technically  a  cost,  the  necessity  for  principal  payments  means  that 
farmers  have  somewhat  higher  debt  service  obligations. 

Interest  payments  on  short-term  non-real-ostate  loans  to  farmers  dur- 
ing 1947  also  increased  over  a  y-ar  earlier.     There  is  no  indication  as  yet 
of  any  material  change  in  interest  rates  but  interest  payments  for  19A7 
probably  were  15  percent  more  than  in  19A6  due  to  the  larger  volime  of  such 
loans c     Considering  total  interest  payments  for  1947  on  both  mortgage  and 
short-term  loans,  it  is  probable  that  they  '/vill  be  7  or  8  percent  higher 
than  a  ;year  earlier.     In  vievj  of  the  general  situation  it  appears  that 
interest  payments  in  1948  will  be  as  high  or  higher  than  in  1947 « 

Taxes  -    Farm  property  tax  levies  in  1946  averaged  about  12  percent 
higher  than  those  of  1945.    Preliminary  indications  are  that  the  1947 
levies,  payable  largely  late  in  1947  and  early  in  1948,  will  show  a  further 
increase  of  about  the  Sc'jne  amount.     This  i;ill  be  the  fifth  consecutive 
ann'u'.l  increase  in  this  series.     These  increases  in  property  taxes  reflect 
in  part  the  added  cost  of  providing  an  exuanding  volume  of  State  and  local 
government  services  in  a  period  of  generally  rising  prices.    Not  all  of  the 
increase  in  costs,  however,  falls  upon  property.     In  1947 j  general  retail 
sales  tax-s  were  adopted  by  four  additional  States,  and  a  number  of  States 
increased  gasoline  and  excise  taxes.    Thus,  the  course  of  property-tax 
levies  in  the  next  few  y*ars  also  ivill  be  influenced  by  the  extent  to  which 
oLhcr  taxes  are  used  to  finance  increased  expenditures. 
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Insurance  -  Fire  and  li?-htninc  insurance  on  farm  oroperty  increased 
about  10  oercent  in  1947^  compared  with  about  7  percent  in  1946c  Higiier 
property  valuations  irifluenced  some  farmers  to  increase  the  amount  of 
insurance  and  caused  others  to  tal^e  out  insurance.     It  is  probable  that 
insurance  payments  in  1948  will  be  somev;hat  hipher  than  in  1947, 

The  oremlum  and  assessment  rates  charged  farmers  per  ^100  of  insurance 
have  not  increased  greatly  in  recent  years  o    However,  total  preiTiiums  paid 
by  farmers  have  probably  increased  12-15  nercent  more  in  1947  than  in  1946, 
due  to  increased  purchase  of  fire  and  windstorm  insurance,  and  greatly 
increased  purchases  of  hail  insurance  on  growi.ng  crops.    Indications  are 
that  record-high  purchases  of  hail  coverage  were  made  by  farmers  in  1947 — 
even  higher  than  in  1946 o 

Gains  in  Farm  Production  Effici  sncy 

United  States  farmers  have  made  remarlcable  progress  in  production 
efficiency.    This  efficiency  helped  make  possible  the  food  production  needed 
in  winning  tv/o  great  wars.     It  has  benefited  many  farmers,  and  often  has 
meant  the  difference  between  farm  orofit  or  loss.    Increasing  production 
efficiency  has  enabled  farmers  to  feed  and  clothe  an  increasing  domestic 
population,  and  at  times  produce  a  surplus  for  hungry  people  in  foreign 
countries  a 

A  recent  bulletin  on  farm  mechanization,  1/  prepared  in  the  Bureau  of 
Agricultural  Economics,  traces  the  course  of  some  of  these  important  changes 
and  analyzes  the  role  that  mecb-anization  has  played.    Each  farm  vjorker  now 
produces  enough  food  and  fiber  to  support  himself  and  13|-  others o    A  century 
ago  {18?^0)  the  average  farm  worker  supported  himself  and  only  3^  others o  A 
man  hour  of  farm  labor  now  yields  about  1-|  times  as  much  as  it  did  at  the 
time  of  '.'rorld  'ar  lo    Half  of  this  increase  in  labor  efficiency  was  due  to 
advances  in  farm  mechanisation.    The  other  half  has  resulted  from  other 
technological  rains,  chiefly  increases  in  yields  of  crops  and  livestock. 

Contrary  to  the  opinion  of  many,  farm  v^orkers  have  matched  industrial 
workers  in  their  oroducoivitj''  increases  during  the  last  decade.    So  many 
startling  changes  occurred  during  this  time  that  it  has  been  labeled  as  a 
period  of  "revolution  in  farming*"    Actually,  however,  farmers  in  recent 
j^'ears  have  cashed  in  on  the  production  methods  that  h^d  been  developed  over 
a  long  period  of  trial  and  experimentations 

Gains  in  farm  production  efficiency  in  the  past  have  meant  greater 
production  per  vjorker,  per  acre,  per  aniinal,  per  unit  of  povter  and 
machinery.,    In  short,  it  has  meant  more  product  per  unit  of  total  produc- 
ticn  resource o    A  meas^are  of  the  increased  efficiency  of  use  of  all  farm 
production  resources  is  shown  in  figure  1.    A  unit  of  farm  output  is  now 
produced  with  a  fourth  less  inputs  of  all  kinds  than  a  generation  ago. 

1/  Uc  S.  Department  of  Agriculture  I'^isc,  Pub.  630,  "Progress  of  Farm 
Mechanization",  by  Ivlartin  R.  Cooper,  Glen  T.  Barton,  and  Albert  P.  Brodell, 
October  1947o 
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PRODUCTION  INPUTS  OF  FARM  POWER,  MACHINERY  AND  LABOR: 
TOTAL  AND  PER  UNIT  OF  FARM  OUTPUT, 
UNITED  STATES,  1910-45 

(INPUTS  WEIGHTED  BY  AVERAGE  1935-39  PRICES) 
INDEX  NUMBERS  (1935-39  =  100) 
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Total  volume  of  production  inputs  has  increased  only  slightly'-  since 
1910.    But  total  fann  output  has  risen  by  nearly  75  percent.    This  notable 
rise  in  oroduction  has  been  achieved  vvith  ver^;  little  increase  in  cropland 
area^  fewer  farm  workers,  a  change  fi'om  amuial  power  and  i:ia chines  to 
mechanical  po'vver  and  machinery,  and  increased  quantities  of  fertilizer, 
lime,  and  other  Droduction  goods.    Generally,  increases  in  physical  effi- 
ciency in  agriculture  have  l-x^en  brought  about  by  increasing  production  per 
unit  of  input  rather  than  by  decreasing  total  innutsc    Most  of  the  tech- 
nological developments  that  resulted  in  increased  efficiency  also  resulted 
in  greater  total  volume  of  farm  outout. 

Total  inouts  of  farm  labor,  po'ver,  and  machinery'',  vihich  account  for 
about  two -thirds  of  the  volume  of  all  physical  inputs  have  chan^^ed  little 
in  the  last  third  of  a  centinv  >    But  there  have  been  maik  ed  chan^^es  in  the 
individaal  items  of  the  group  (figure  Z) ,    The  most  pronounced  change  has 
been  the  substitution  of  mechanical  power  of  tractors,  trucks,  and  auto- 
mobiles for  animaJ.  power  of  horses  and  mules.    This  has  increased  output 
per  unit  of  imut  m  two  wayso    The  decline  in  number  of  horses  and  imiles 
on  farms  and  in  nonfarm  areas  has  released  more  than  55  million  acres  of 
cropland  from  the  groviring  of  feed  for  woik  animals  to  the  production  of  food 
and  f;.b3i-  f.r  human  use.    Thus  the  net  amount  of  produce  for  human  consump- 
tion has  b.-^en  increaseda    At  the  same  time,  mechanical  power  and  associated 
modern  aqu^pment  have  greatly  increased  the  efficiency  of  farm  v;orkers-> 

Mechanical  Dower  and  equipment  have  displaced  both  animal  power  and 
human  power  on  farms.    V/hen  inputs  of  farm  labor  are  combined  with  those 
of  power  and  machinery,  the  total  shows  virtually  no  change  over  the  last 
third  of  a  century  (section  6,  figure  Z)  o    The  strong  upward  trend  in  farm 
output,  with  practically  a  constant  volume  of  total  inputs  of  farm  labor, 
Dov/er,  and  machinery  has  reduced  physical  inputs  per  unit  of  output  about 
one-third  sines  World  War  I.    This  means  that  farmers  as  a  group  are  now 
using  one-third  less  total  labor,  power,  and  machinery  combined  to  oroduce 
one  unit  of  farm  output  than  was  used  a  quarter  century  ago. 

Violent  fluctuations  in  prices  nald  by  farmers  and  in  prices  received 
for  farm  products  have  tended  to  overshadov/  the  trends  in  physical  effi- 
ciency of  farm  production.    For  example,  in  the  depression  of  the  1930' s 
production  efficiency  could  not  possibly  offset  the  effects  on  farm  returns 
of  40-cent  wheat,  6-cent  cotton,  and  3-cent  hogs,    nevertheless,  gains  in 
croduction  efficiency  have  contributed  greatly  to  the  long-time  rise  in 
real  income  of  farmers.    This  has  compared  quite  favorably  with  the  long- 
time increase  in  real  wages  of  industrial  ?;orkers» 

The  future  holds  great  promise  of  advances  in  the  efficiencies  of  farm 
production  far  surpassing  those  of  the  past  quarter  of  a  century.  Farmers 
v/ho  are  able  to  take  advantage  of  mechanization,  technological  changes  and 
imoroved  practices  will  profit  not  only  from  lower  unit  costs  but  also  from 
the  larger  output  oer  farm  commonly  associated  with  such  ii:iprovements , 
Furthermore,  farmers  who  take  advantage  of  such  technological  developments 
will  be  in  a  better  position  to  weather  adverse  conditions.    Unit  production 
costs,  in  terms  of  quantities  of  cost  goods  used,  will  continue  to  decline 
except  as  interrupted  by  drought,  depression  and  other  adverse  developments* 
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